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1 appreciate the opportunity o speak to this distinguisbed
sudience and to participate in the Hational Strategy Seminer for
Reperve Officers.

Ganersl Ammstrong has guite appropristely ssked me to talk
about the cconomlc front. The Soviet challenge, as you &ll xnow,
is more than econmmic -~ it is military, subversive and political
as well. Ky remsrke vill of secessity touch on all these fields.

I hope thereby to galn in perspective more thar ig lost Ly depariing
from seonamic purity -~ if it 18 not & contradiction io terms to
put the word "economic” nmxi 10 the word "purity.”

Pirﬁtﬁfm, the regioes in Moscov and Peiping are governed
by the principles of internaticoal Communienm. Their single pupose
is the liguidation of our form of free soclety and the emergeuce
of & Sovietized, communlized world order. The afms of international
Comminima, with its headguariers in MHoscov, are world-wide in scope;
ite objectives are wnlinited. Soviel leaders llrmiy believe, aud
eloguenidly presichk, twt Communion is the system which will eventually
rale the world. Bach move they make is directed to this end.

It follows loglically that tie ecouomic development of the
USSR, which is thamgxmrdm’wﬂdﬂmim,'iswwmm
the needls of intersational Cormunism, not of ﬂn Saviet pecple.
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Tenr after year, the proportiomste diveraion of econonic
rescurces to national policy purposes in the Soviet Uunlou ie witbout
Peacetine precedent in the bistory of the world, I define national
Policy purposes to include dafense, ressarch and Gevelomment,
forelgn ald, education and investment in Industry.

To promote their objectives Wy bove determined -« cost what
it may -~ o develop a fornidable allitery establishment asd g
stmgmﬁmam&mlgmam&%mmrm
which to deploy their destructive foreign activities.

Oue can see this basic fact by examining hov total sutput,
or gross maticosl product, m&lﬁmﬁeﬂmmw}aﬂw,
and compare this with owr oun diviglon of the production ple.

(Briefing A4 1)
Jou m gee that:

X. w&mmwm,mmmwmtw
the US -~ sbout 45 percent of ours.

2« PFowever, consumption, or what the consumers recelved
in Russis, was enly about Sue-third of e goods and services
G people enjoyed. Deceuse of the dargsr Soviet Bpulation,
this means that on a Ber sapite besls, the dfsparity in living
Wme\mamﬁerm-W3mm.

3. Total soviet lavestoent, in comtrast, was aqual to
about 90 percent of our cun. Theie investaent in industry,
masured iu dollars, was equal to owrs. Xt is this long-
stacding practice of plowing back every ruble possible into

SR

PR
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ocaplital goods investment that is responsible for the repid

growth of Soviet induptry. The major ressons why tobal

U.8, iznvestoent was higher were our far greater sonstructd

of commercial facilities (shopping centers, drive-in movies

and the like}, and our vast road butlding progranm.

b, Fioally, Soviet outlays for the militery establish~

) ment were about equal to ours, in absolute dollar terms.

As a proportion of grees natiomal product, they are devoting
about twice as much o military purposes se we ave.

S

S

¥y o0 much ecomomic effort on tiw Soviet militery egstsblish-
sant?

Firet of all, toere is the neod 10 maintain interral securiiy,
and to keep the Buropean Satellites in the Commuwnist cmmp; o be
sble to deal quickly snd ruthlessiy vith the HMungerisas, the Foles
and ihe Esst Cermans.

st importantly, there is a used to develop advanced wespons
aystans, o strive for a military breakihrough which would regolwve
the prssent nucleer stalsmate in the Soviet’s faver., dShould
s Sovists succeed in galning clsar-out military supesriority they

Mmmu&v&,mmq@awizm
Parther, a2 pew types of weapons &re munulactured; the
Comriets generate larpe stocks of cbhanlescent arms that are

ot veeful. They can Le used by ibe Commmist leaders to sdvance

- 3 -
Approved For Release 2001/08/30 : CIA-RDP62S00545A000100100010-4



I

Approved For Release 2001/08/30 : CIA-RDP62S00545A000100100010-4

MWWPWMWW**'%M, Vietnmn, Mlsye sare

mmmmmmmmzmwmwsmmw
influsnce in meny underdeveloped countriog. 1 The Sy

p—

Srms Geal vith Eypt ws the first of these; shipmeuts to Syria,
Yamem, Afghanistan and Iodonesis falloved. As the world nov koows,
these have been profitable investuments in discrder. Possession
wmmmmwmw;mwmw@w
Wm‘éwmmﬁrimummwim,mmtwmm
mﬁmhﬂemmm&mwaﬁiﬁ. They were gaickly
followed by a military nission. There is now & sousiderable
mrﬂfﬂmiatﬁlmmtm&m, ipeluding the inevitable
trede missions. Thus, for the first inme, the familisy pattesm
ﬁmﬂmmmmmwmmmagm
M‘ﬁm.&tﬂm*v

xmwnmmmmmwm,mwaw
wmmmmmmmmm,mma@smt

hmmmwmm,m&mmzmmﬁmm
fxom & relatively beckward sation £o become the second largest
industrialived econcmy In the world. It is true that the headlong
mwmﬁmmwwwmmtm.
m:,itsmmnunmmvm@emtmmmmm
Guring the decade of the 1550%s.

-l .
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of the Boviet Communist party, and incidentally heed of government, /
does oot rest solely on his conviction that he, too, poasesses ,/
grest military strength., He is convinced that the final victory ‘/
of Commnigm oan be achieved rainly by con-militexy means. i
seven years in these words, to swwmarize the ten s of kis
apening enf closing remmrks &t the 2lst Party Congress:
“Toe economic might of the Soviet Unfon 16 based oo

the piovity growth of heavy industry. This will inguve

the Soviets victory in peaceful economic competition with

alance of pover; it will attre

N e

Ve live in an ungrecedented era of changs. Vithin 1ittle more
than ten years over three-quarters of & bHllion people, in twenty~
coe nations, have becowe infependent of colonial rule. In adl .
these nevly emergent pations, there ie intexse natiosaldiasm coupled
with the determization to achieve & better way of life. Rightly
or Wmongly, these pesoples believe rapld industrialization ic the
Wy o progress.

Io toe zany oations of Asis and Africa, per capite inccmes
sverage leos than $100 & year. Life expectancies gre half those
of the advanced natione of the West., Illiteracy is the xule, not

- 5 -
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& decent standard of living, the Soviet story of rapid economic

mmswmmem&mmmtmmmmw ’
wiich this grest trensformmtion affords them. In their redio broad-
aaste to Africe, the Middle Tast snd Asia, end through their local
front organisations, the Soviets progect the lmage of the Soviet
systesm ag the magis blusprint for achleving rapid progress. e
should oot underestimste the stiraction which such s lmage hae
mm‘wMWin "mm‘hmaswﬁmww
sesking to lesd their people into the Twentieth Century.
being ueed in Indis last year.

{Briefing Atd 2)

mwﬁyxwm&mwwm,mmmmw
mmﬁamwmmmmsmmmaw%m
fashion.

ltvwm&ﬁt&sﬁwammwmmmmm
Stetes - 1048 and the flret quarter of 1956,

Yaing 1940 as & base of 100 peroent in both coumbries, the
chast crestes the {mpression thet by 1957, Soviet owtput had
groun. five times as fast a3 that in the U.S, But in 1945, of course,
Soviet outpul was still much duprossed beomuse of the war's
Sestruction.

nmmmmwma.s.,mmmt
mmmum%mmzmrmmzsﬁm
N obrove N F iR EIm, J9BEYRIES 0¥ CTRRES FHR 45A000100100010-4
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You see Uncle Smm - put-ballisd and dark-spectaclied,
As an sdded Lit of Socialist realism, incle Sem's lsg is con-
mﬂm&yﬂmﬁmm&wm&mwm.

fi L B T I Y

The Comunists believe that the underdeveloped countiles
f repragent the Achilles hecl of the Western World. These countries

i

fmwmammmwmz@mmmmﬁmmww
| Merxien. To the Kremlin lesders, the Free World undertevelos
matlons offer the greatest opportunities for an extension of Com-
| mantem; 1t e the "duty” of the USSR as the vanguard of the
mluﬁmwmmﬁmwimmmmﬁagﬁﬁs
Toe tectical shift in Boviet foreign policy to aid the newly
% amerging bourgecls governments was unveiled to the world in 195k.
| The perty line tumed from the "armed struggle® phace of the late
Stalin ere to 4 pwse of "pesceful coexistence.” Since then,
MMWmmmmmeMam&m:mmuw;
indeed, it is the battle iteelf. What is "pesceful coewistence™:
mmm@m&vmwngnMrmumm
bere I guote,
“Pemceful cosxistence does ot mean & quiet life.
oug wo different soclal and political ayatems exiay,
mistence iz a struggle -- & politleal struggle, an
sotodmic struggle, an ideologiesnl struggle.”
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Wuen the Comspanist econtmic offensive started, mny Western
chesrvers Dalittled Soviet ecapsbilities 0 provide ald to wler-

ped nstione. Thepe observers belleved that internal Sovietl
roguireatats for machinery snd equipment, generated by the
progrein of foresd draft industrialisation, would lesve nty surplus
for export.

e judpment overloocked the fact that the Soviet Uniom hed
becous & mejor industrial power in the wordd. By 1955, ita
somml produstlon of industrial goods wes alreedy running over
70 billion dollave & year. Furtber, Industrisl output was incressing
&t an smv@al rete of nsaxly 10 percent.

It clemrly follows that il Boviets posecnsed the industrial
mseie to stap up Commmniet activities in the Free ¥World Uy
soonssic means) all that wes needed was the politicnl decision W
40 s0. A diversion of less than ong percent of ennual output
wes soough o support an ald program of significant proportions.

The sid progren ia not s large one by United States standarde.
have only escunted to 1.8 dillion dollars, and the net annuel
drein, that is thes 4ifferance between drevings end repeyments. has
wever smounted to more than half a billion dollsxs.

policy purposes -- defonse, domestic investment, ste. -- foreign

ald igposes fur adl swsy the smalleet drain on rescurces. It

The main point is that of all Soviet cutlaye for national }

could b increased substantially if the Compunist leaderalip sav gj
pelitionlly profitable opportunities to do so.
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By 1965, the Soviets could have a foreign sid progran’
egual to curs with still no cheervable strain on its seonomy.

;
¥
It pecns inescepeble that the economic compstition wiil grow. |
i
This is part of wiet Krushehev meont wheo he told ¥alter %

mre trouble every ysar.”
Up to this point in time, Soviet Hloc ald to gll wnder-
developed cpuntries of the ¥rec World hms been dwarfod by Westers
over, 1t is important to kesp in mind that Coampiist
salc aseietance is heavily concentrated in & fev key target
stuntriss,
In these countries, tho Soviet program is either larger than
the aid provided Ly the United States, or is sivesble snoush
0 be of conslderable Dportaccs. Here are soue SxBMples.
{Brisfing At4 3)
1. The dare in thie chari comparve U.3. aid and Bloe
aid from 1954 to the firet guarter of 1950 for selected
2. You can see that in Egypt, Syris, Irsq, Afghenistan,
Ceylon apd Indonesis, the Bloc has put in far more economic
8i4 then we bave. Although not shown in the chart, the
emme is true for Yemen,
3+ In Burma, Indis, aud Nepal, while Bloc econgwmic
aid is less then our cwn, it is nevertheless substantial,
This epplies to Cambodlis ap well.
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MmewwmeWramc
mmmmmmmmmawafw,zma

the fact that the
sreas. Many leaders in these countries, in fact, lave volced
Rwir suspicione of Soviet intentions, but bave daf
%Wﬁf&mm&&t&n@mﬁmm@t&tﬁ»g&&tm
Tor additional capital justified the risk. We can swrely astici-
| pate that the capltal requirements of the underdevelopsd couniries
will become even greater in the futuce snd, unless the Soviets
cemmlt sericus Llunders, the Bloc will continue to £ind nuerous
. petential outlets for lte sssistance offers.
§ 8o far, however, the Rloc made some bluwnders but hes comuitied
Seveloped countries. Its program; is fact, has besn cleverly foim-
Wiated a0 86 t0 have & genoral appesl ¢ all uoderdeveloped
eowrtries, Eack offer of asaistance seers specifically designed
wmwammmmmmmmmmwm tBrEet
esuntry.

In certaln instances where the Bloc progras differs fyem
that of the U.5., the Bloc progrew suffers in chmparison. Hever~
theless, there are interesting contraste betweses the Bloo sud the
U.8. assistance programs.
- Pirst of all, Bloc econdmic ald is peddled on an integrated
808 & contdauing basis. A line of credit is offersd slrultaneously

countrles are in capitel-starved

st zer tﬁ;ﬁiﬁ‘

g e T
P e
e
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with offers of technicanl essisiance, training, wﬁmm:}.m,
ingressed trede opportunities. Now, if an underdeveloped couniry
is beving Aifficulty in selling its products st adequate prices
in the export market, the Soviet's long-term trade offers have
particular appeal. Since the sise of thelr program is not subject
o sranml Congressional review, the Soviets are pot lnhiblited
from signing long-tern sgrsements. In contvact, U.5. trede is
Inrgely outside the scope of the aid program. We would find it
poltbically A1fficult, I not impossible, to provide & pmranteed
myket for Zgyptian cotton or Burmese riee, to clite ouly two
ERBED1e8 .

gecordly, whersus Soviet Floc aid is alwmost entively on s
eradit basis, U.5. ald has comsisted primerily of grants.
Increasing smphasis on the Dovelomsent Loan Pud, hovever, wvill
probebly ralse the Lmportance of crodits in the U.S8. progrea.
Geogrally, Bloe loansg carry & two and one-half percent Interest
rabe, with repayment in goods to begin the yessr after the projeet,
such a2 & cement plent, has been brought inmte production. Purther,
regaysent prices are subject to anmml negotiations, whieh gives
howy things are godng.

Amortization on Bloc loans averuges 12 years. ¥Whlle Hestern
intevest mates are higher, our aworiisation terms on losas are
freguently for 20 to 0 year periods, so that the sonual loen
barden in lower, Moreover, if previous ¥estern ald bhad talken

-y 11 -
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the fuom of oredits rather than grants, the ability of these
countries to service furiber loanp todsy would in many cases
be dublous.

Third, Bloc assistacce 1s largely for industrisl develop-
mezt -~ and 1s intended 10 appeal 1o the desirve for lmmedistely
tmngibde results in industrialisation. It is rarely, for
sgricultwal camodities such a5 under our PL 400 poograns,
which copprises & significant part of total U.8. ald. Tuis
weans that aloost all of Bloc aid remaing as a& visible and
glamorous syrbol of assistance.

Fowrth, the industrial development programs of the Soviets
are almost alwmye in the public sector of the econtey. not the
private gector, This sncourapges Socialist thinking on econpmic
development, a8 vell as stimidsting povernment ownerghip rather
e encouraging froe entarprise.

Fioelly, Hlec aid pograme are free of military pacts.
This gives them a particular esteen in uneommitied countiies.
No Free ¥orld underdeveloped country receiving Mloc militmy or
econouic ald is & zexder of o Elos military alliance. In con-~
tragt, most of cur own ald poes to countrisg with vwhich the U.8.

In swamry, the Communist aid and trade progras has been
depigued and puckmged vith the target in mind. It eppesls to
m&xaﬁ sentiment; it provides an sttractive supplensn

- 32 -
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in oertatn cases, an altersative to V.S5. aid. It las no obvious
shrings attached to 1t.

Bewervor, the strings are there.

The Soviet policy of sconomic penetration fits like & glove
inte thelir world-wide omgalpn of subversion. There sxe over
6,000 Blos teclnicians in the Free borle, belping to tmain military
forces and 10 bulld vardous industrial plants, the largest of which
is the Indian steel ndll, These toahnicians do not engege in prop-
agnds or in subversive activities. fJugetier vith the Commmnist
bullt plants, thess technicians do serve to estadlish a peseetul
Soviet "presonce”; 0 lood credence to Soviet statements of dis-
intarested help 1o achisving econgnlc progress.

Messbile, the Commnist propaganda goes out tlrough the front
thess organisations in Indin is the Indo-Soviet Cultural Scolety.
Iot'e take & look at it.

(Briefing Ald &)
1. You can see that this Indo-Soviel Cultural Society
2. Severasl of its branches are losated in Madhye Pradesh
Stete, wheare the Russisn-bullt steel mill 1s belug completed.
3. Cempanist propagands, similar to the alide I showed
you earlier, comparing U &, eand USSR industrial growth, is
distributed by such frent orgsnizations.

- 13 -
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¥iat you heve seen on this alide is only oue Commmist front
Pommpmiiet allies

organization. Bult the Soviets and their Chinmese
bave organized a vest nwaber of frouts, covering almost every branch
of s eaterpeise. They include youth and student groups, labor
sad yetersng arganizetions, womsn's groups, and, of course, the
¥orld Pesce Council with its inmmmereble peace soclsilen. In total,
the claiped membership of &ll fronts runs into several hundred
In addition 1o the fromt organiwetions, apd pstive Commndet
| parties, se devices to spread the argusents for Commmism, sassive

| redlo programs are beamed daily to Afrion, Asis and the Middle East.

. These are hemrd in scores of languages. They cowe from clandestine
trensmitiers os well ss (wee which are openly acknewledged.

Twre is oo set pattorn o {hese mpesapes. HBscovw carelilly
$allors broadeaste o it the particuler vwinerabllities of each
target ares and avdlenve.

I stress this peint because one of the oblectives of ithe ino-
Boriat Bloc ald prograe is o place Ivs radio Lroadecasting sguip-
sant in underdeveloped areas. Complete radio stations are offered
either at cut prices wder wory lideral eredit terme o az & gift.
Bloe technloisns are always aaployed in the survey, iostallatlion
and initial coperating stages of ithese projects.

whet does the Hloe hope to zaln by beving its transaitters
ingtalled in underdeveloped countries?

- ki w
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At tbe minimum, the Soviets expect that broadeast focilities
wmmwmtmnaﬁm:ﬁmwmmwwm
thomes .

Actually the Soviets have 1itile trouble in finding within the
smprging countries cabiunet merbers or other leaders mypathetic to
Commmism. Charges of brutality by Western colonial powers not only
Hease Hoscow but undoubtedly are more persunsive o local populations
vhen broefonst from one of their gwn couktries than vhen besmed fron

AL the meximm, the lesderu of the Mloc hope tual, uy instelling
radio stations, they will receive the right to broadeast their own |
yrogran malovial on these stations. For emmple, the Chinsse /
Comuniste tave presented Caxbodis with a gift of a redic toans~
mitter. Hov the Chinese are trying to get the Casbodians o allosate
seversl howrs a day for rebroadossis of Pelping rafic progreses,

xwmwmmmm&mMMtwmmerw
to bulld bromdcasting facilities in the Free World,

{Briefing A2 5)
1. First of all), there are the two siations in Egypt
vith two more to come. There are two scheduled for Syria,

the oiher mewber of the UAR. Ferbaps this iovestmant does

net look ae profitable W Moscow todoy as it did s yoer ago.

2. Howsver, the USSR is now putting wp four trans-
ﬁtmmmmmamiamm&mtmm

Pores in and out of the governmemt.

- 15 -
Approved For Release 2001/08/30 : CIA-RDP62S00545A000100100010-4




Approved For Release 2001/08/30 : CIA-RDP62S00545A000100100010-4

3. Moving from the Middle Bast to Africa, you can see
the ¢ffer of s transnitier to Guinea. Rumors sugpest that
other newvly emergent African natiops will receive similow
offers.

b, The Cembodisn staticon, supplied by Chins, I have
already mentioned.

I will turn now from the Communist ald program to (e subject
of Bloe trade with the Pree World.

In my opinlon, there 1s & sharp and clear cut differvence in
wotiwtion between Compamisnt trade with ibe industrial Vest and

ommmint trede with the wnderdeveloped countries of the Free World.

\ Mont Soviet trafe with the Free World is with the indusirial
- Wast, The Russlans seen to Luy chemlcal equipment, celectronics
and auboration equlpment, tire plants, and are intevested in
purchaging faeilities to ipprove thelr fervous metallurgical industry. |
is trade is motiveted primprily by internal econcemis congiderations,
imw its politiecal impact on the West. Sovied imporis of

mchinery from Zurape, exbodying advanced technology. sve Lgportent

to e rapld expansion of Compmniat industiry in ceritain Ly areas.

S Y

Thle was frenkly sdmitted by Kommhchev when be stated Uimt thuough
guch imporis; snd heve I quote,
"Ihe Soviet Union could be given the opportunliy of gulcher

Y g

.
- 16 ~
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}

Increased inports from the Vest nmean memaeé Soviet exports
of & lengthening list of rawv materials, fuels and ﬁm:iwmmtm&
goods. These are the Soviet goods availsble for export that Burope
will buy. There 18 po market for Soviel machinery in Germany, for
axtple. or for Soviet tezxtiles in Ezsg}.and

From time to time, Soviet sales of tin and aluminum &t low

prices have Lrought charges of "Qumping® from Free World suppllers

A

of these naterials. HRowever, such charges overlook the fact that
Soviet sales of industrial rav mpterials to Burope are desiguned
tw gain foraign exchange needed to pay for increesed Imports of

machinary. The Seviete have alwaye charged a5 much as they thought
} the sarket would bear. Wwhen in 1958 wWeotern commodity markets
were gxperiencing & recegsion, Russian prices were lov; the recant
51 rige in platinum prices, however, was led by Soviet sellers. In my
opiniou, the Soviets have nothing to gnin by dlsorganizing merkets

mein that more Soviet materials have 4o be sent to secure a glven

ampunt of forelgn exchangs.

I stress this because s distortion of Soviet wotives does no
ope any good ip the loog run. It Just confuses the Ilssue. The
political challenge of Intervational Comaunlem in Western Surope
has been met and turned back. Stimulated by Marshall plan ald,
¥egtern Burope has undergone repid economic growth over the past
decades; urerployment has largely disappeared, most gurrencies are

- 17 -
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strong and stable and Communist perties have logt stvenzih every-
where.

Soviet trade with the usderdeveloped nations is & very &lfferent !
matter. Tt is metivated primarily by ite yolitieal impact on the / /
aress concerned. Iis uitimate motivation is to export Commicisn. H
For exseple, & year ago Khrushchev stated;

“Another form of relations is that obtaining between

Socialist countries and the econtmically underdeveloped

countrien. One pay not of course say that in this case

that sur sconcuic relaticne are besed on muiual adventage.

fSpeaking generally from the commercial vieupoint, owr economic

and technical aid to the underdeveloped countries {s even

unprofiteble for us.”

Soviet motivation behind much of the recently created trade
sctivity between the Commnists and the newdy
is, ultimately, %o bring these countries into what Moscow calls,

dependent countries

"*the Sociallst saxp.” This ie not o be dome in ons siep, of course.
The initial stage consista of replacing traditiopal Western trade

in these aress by Soviet Bloc tmde. This has already beea done in &

Lmited nusber of countries. For exsmple, Ioeland's flish uow goes

o the Soviet Eloc, not %o the United Kinglom. Over 60 percent

o Rgypt's cotton exportes are now 10 the Rioe; net (o Western

Burope. Irsg i3 currently deriving more and more of 1%s isports

. from the Bloc, less from the West. Soviet oil is now crucial to

" anf equipmsnt mat return $0 the Kloc for meintepance snd spsre
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Gnce again, the Soviet's effort is highly selective. About
mmtntnftnmmn%mmmmpﬁwwwﬁhm
15 countriea., Further, the pame pattern of concentration which I
‘spoke of earlier in Bloc aid is also true of Bloc trade -- & concen-
tration on key target countries.

Thase expanded trade activities are, moreover, based on highly
complesentary economies. VYhat the underdeveloped countries have
to sell is overvhelmingly food, fibers, and industrial raw materials,
products vhich can easily be absorbed by the Bloe. The Buropesn
Batallites as a whole ave pow & deficit food producing ares, and
always were dependent upon impords for rew meterials. The present
low level of per capita comsumption in the Soviet Eloc implies a
great capacity for abeorbing the exports of many underdeveloped
countrias.

It follows logically that with the shift in marketing petterns,
the Boviet presence in the underdeveloped aveas grows vhile that
of the West diminishes. If Elovc econtmic blandishments and the
mssive use of propagands do not lead to an incresase in the domestic
Wa&'mmmrﬁm, there is no reason to believe thal
the Sovists will hesitate o use econtmlc pressure to bring about
‘a state of affalre more to theilr liking. Once the econtuic vulners-

bility has been creatsd, its eaploitaticn slong with other Soviei

% devices, is & matter of timing.

There are Bany fresh cxmzples of the use of trade ap 5 yeapon

by the Soviet Unien.
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¥ithin recent months, the Soviets have threstened to cut off
trade with Greece if that nation allows BATD missile beses 10 be
sstablished on her territory.

Pressure from Mosoov for & Soviet-Iranian non-agpression pact
wes backed up this yeer by the withbolding of oxders for lrenian
jead ané zinc ores, for which the traditional market lLas baon the
PESR.

iast Decexber, the Finnish govermment fell, a vietin of
Fialand's vulnerability to Soviet econtmilc pressure. Angered Ly
afforts of the Pinnigh goveroent O move closer to the Wesi, the
Sgviets were quick to react. They cul off petrolewn suppllies,
cancelled orders for masufactured goods and refused to negotiate

coordimmted with political pressure by tbe Flonigh Corpmnist Party
and with strong attacks by Soviet press and redio o the government
of Finland. PFrom the beginning of the Moascow drive o the toppling
of the Fagerholm government took only twe monihs.

To suumsrize this scmevhat vasbling preseutation on the economic
fret, the following points eppéar 10 w8 w08t lmportant:

1. The Seviets, yoir in and yesr out, devote o very
large percentage of their econtmic rescurces to jwrposes of
mational policy, most prominently to defense apd investment
in heavy industry.

2. As s result, they bave achieved a rapid rate of
eocnouic development which now not only provides them with
the esoncmic muscle needod Lo proowte the external expension
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of Communismu, but alse serves as & powerful propagasds
mmmmmmﬂamawmmmm
countries.

3. The sbility to provide arms at cut rate prices and
dsvelopnent caplital on edtractive repaysent terms opens the
door to the spread of Comumuiist econcmic influence in hey

unferdeveloped eoumtrias. In these countries a pressure
to reorient trade awey from tho Weet to the Bloe inevitably
b, Roc economic penetration, to he wnderstood, must
be aammined in the light of the toital Soviet offensive -~
ineluding theiy propagands, subversiem, and politieal
penetration -~ in the vnderdeveloped nations. m and aid
eastablish the Soviet presence and provide a plausible front
5. The Sovist leaders frankly edmit that thelr
\ motivation in econonmic dealings with the new and fragile
2 demosracies {s ultimstely to move these countries teyond
| newtrelism into the Commwniet empire. Once a condiiion of
vulnerability bas been brought about, history clearly shows
the Kremlin will tske advantsge of its bargaining position.
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